DEPARTMENT OF JUSTI CE
TAX DI VI SI ON
DI RECTI VE NO. 85
May 8, 1990

Re: Menoranda Aut horizing |Issuance of Refunds Pursuant
to Conprom se or Governnent Concession (Form M 4457)

Under current procedures, Tax Division attorneys prepare the
payment aut hori zati on nenoranda ( For mM 4457) whi ch aut hori ze t he
i ssuance of refunds arising froma conprom se or Gover nment concessi on
incases in whichthe anount of the refundis known at the tine the
settl ement offer i s accepted or the Governnent concessi on i s approved.
These paynent aut horizati on menoranda are currently transmttedto
Di strict Counsel or Chief Counsel, and then by Di strict Counsel or
Chi ef Counsel tothe Service Center (District Director in 100%penal ty
cases). This procedure is to continue with one nodification. */
Ef fective i medi ately, paynent aut hori zati on nmenoranda are to be sent
directly tothe Service Center (District Director in 100%penalty
cases) by the Tax Division, with a copy of the paynment aut hori zati on
menor andumbei ng sent to Di strict Counsel or Chief Counsel. Copies of
revised formlettersto District Counsel or Chi ef Counsel advi sing of
t he acceptance of an offer or the approval of a concession are attached
as Attachnments 1 and 2.

I nstructions for the preparation of Form M 4457 are as foll ows:

(1) The nanme of the attorney preparing the formshoul d be set
forth in the upper left hand corner.

(2) The date the formis sent shoul d be set forth onthe "date"
line.

(3) Except in 100% penalty cases, the nmenorandum shoul d be
addressed to the appropriate Service Center. Attachnent 3 setsforth
the states, territories and possessi ons served by each Servi ce Center,
and Attachment 4 sets froth the addresses of the Service Centers. In
100% penalty cases, the menmorandum should be addressed to the
appropriate District Director, whois usually the onethat sent the
original admnistrative file. The nmenorandum shoul d be addressed:
District Director, Internal Revenue Service, {city and state},
Attention: Chief, Special Procedures.

*/ The attorneys in the offices of District Counsel or Chief



Counsel will continueto prepare the paynment aut hori zati on nenor anda
(1) incases in whichthe Tax Division authorizes Chief Counsel or
Di strict Counsel to issue a refund of such anobunt as the I nternal
Revenue Servi ce conputes t o be due under a conproni se or a concessi on
and (2) with respect to refunds due pursuant to judgnents.



(4) The "fronmi |ine should set forth the nane of the section or
office chief and title.

(5) The "subject” line shoul d set forth the nanme of the taxpayer
and social security number or enployer identification nunber.

(6) Ontheline belowthe "subject” line, acapital "X" shoul d be
pl aced i n the appropriate box (i.e., "settlenent,” or "Gover nnment
concessi on").

(7) The ampunt of the refund aut horized, all ocat ed anong t ax,
penal ty and i nt erest and by t axabl e peri ods, shoul d be set forthinthe
space between the "subject” |ine and the first printed paragraph. |If
t he all ocation by taxabl e periods i s too vol um nous to be set forthin
t he space provided onthe form the all ocation shoul d be set forth on
a separate schedule to be attached to the formand the foll ow ng
| anguage should be set forth on the form

Anpunt of refund authorized: $ in tax,
$ in penalty and $ in interest paid, plus
statutory interest, for the taxable periods as set

forth in the attached schedul e.

A sampl e schedul e is attached as Attachnment 5. If therefundisto
bear statutory interest, the words "plus statutory interest"” shoul d be
added after the amount of therefund. If statutoryinterest isnot to
be conmput ed under the normal rules, or the refund is not to bear
statutory interest, thisinformation should be set forth after the
anount of the refund.

(8) I'f an abat ement of an outstandi ng assessnent i s necessary
under the conprom se or concession, the Service Center or District
Director should be soinstructed onthe line bel owthe anbunt of the
refund aut horized. Generally, in cases involving 100% penalty,
| anguage such as "abat e bal ance of 100%penal ty assessnment™ wi || be
sufficient. Inall other cases, the specific anount to be abat ed nust
be set forthonthe form generally, it will be necessary to obtain a
current transcript of account to determ ne the amunt to be abated.

(9) I'nthe case of refunds pursuant to conprom se, the foll ow ng
par agr aph shoul d be set forth bel owthe printed sentence "The noti ce of
adj ust ment should contain the follow ng statenment":

This notice of adjustnment is issued pursuant to
directions fromthe Departnent of Justicerelativeto {type
of tax} {, penalty} {and} {interest paid} for {the periods
insuit}. {If estatetax, omt the periodinsuit inthe
precedi ng sentence and state "Decedent diedon "



Paynment of the sumnentioned hereinis made and accepted in
accordance with the terns of a settl enent agreenent whereby
the case of { nanme of plaintiff} v. United States, {nane of
court}, {civil nunber inadistrict court case or Cl ai ns
Court nunber in a d ains Court case}, filed , 1S
to be dism ssed with prejudice.




(10) Inthe case of refunds pursuant to Gover nnment concessi on, the
fol | ow ng paragraph shoul d be set forth bel owthe printed sentence "The
noti ce of adjustment should contain the follow ng statenment":

This notice of adjustnment is issued pursuant to
directions fromthe Departnent of Justicerelativeto {type
of tax} {, penalty} {and} {interest paid} for {the peri ods
insuit}. {If estatetax, omt the periodinsuit inthe
precedi ng sent ence and st at e "Decedent di ed on "}
Payment of the sumnmenti oned hereinis made and accept ed
pur suant to a Governnent concessionin the case of { nane of
plaintiff} v. United States, {name of court}, {civil nunber
inadistrict court case or C ains Court nunber ina d ains
Court case}, filed

(11) Asignature bl ock consisting of the nane of the section or
office chief and title should be set forth belowthe | ast printed
par agr aph.

(12) The encl osure boxes on the bottomof the formshoul d be
mar ked with a capital " X" as appropri ate and the dates set forth. It
i's nolonger necessary to attach atranscript of account tothe form
The Service Center or Special Procedures will obtain a current
transcript of account. Attach a copy of theletter to Chi ef Counsel or
Di strict Counsel.

(13) If a conprom se or concessi on i nvol ves nore t han one case not
i nvol vi ng t he same t axpayer, or one case i nvol ving mul ti pl e taxpayers,
a separate Form M 4457 must be conpleted for each taxpayer.

A copy of a blank Form M 4457 to be used for conprom ses is
attached as Attachnment 6, and a copy of a bl ank FormM 4457 t o be used
for Government concessions is attached as Attachnent 7. Sanple
conpleted forns are attached as Attachnents 8 and 9. Bl ank forns are
avai l able in each section/office front office.

| f you have any questi ons concerni ng t he preparati on of FormM
4457, please contact Ml an Karlan (724-6567).

SHI RLEY D. PETERSON
Assi stant Attorney GCeneral
Tax Di vi sion

At t achment s



